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Mr. SHarp: What does the Mar- 
aail Plan mean? There are many 
fferent interpretations by both 
‘mericans and Europeans; and there 
i, great confusion on what the mean- 
g of the Marshall Plan is. To some 
‘mericans it means more price in- 
ation here. To some Europeans it 
eans relief. To others it means 
erican domination. To some 
ericans the Marshall Plan is a 
cusade for democracy against com- 
‘unism. A few Americans think that 
ere is no plan at all. 

Finer, you have just returned 
m Europe. What is your view of 
e political progress in creating a 
darshall Plan? 
Mr. Fiver: I ought to remind you 
eat on June 5 of this year, at Har- 
ard University, Secretary of State 
<arshall drew urgent attention to 
-e economic distress of Europe and 
€ imminent possibility of economic 
ad political chaos. He said, if you 
member, that it is logical chat the 
ited States should do whatever 
iis able to do to assist in the return 
normal economic health in the 
orld, without which there can be no 
bls itical stability and no assured 
-ace. He excluded no countries. He 
>cluded no doctrines. 

'Since that time, sixteen of the 
esfern European countries have got 
wether and have produced a report 
Beir economic status and needs— 


* 


‘The Meaning of the Marshall Plan 


a most remarkable example of co- 
operation and of conspicuous promise 
of better times. Now the thing is on 
the table. 

Mr. Suarp: Why is there a crisis 
in Europe now after the war has been 
over for two years? 

Mr. Merzter: | should say, first 
of all, that I want to emphasize that 
the crisis is not a result of the inabil- 
ity or the unwillingness of Europeans 
to work. The figures show that in the 
industrial sphere, at any rate, outside 
of Germany, Europe has achieved a 
remarkable recovery since the end of 
the war. France, for example, is now 
producing at about 95 per cent of its 
prewar level so far as industrial out- 
put is concerned. 

Mr. SHarp: That means that it is 
not a question of having had fac- 
tories knocked down, then? 

Mr. Merzier: Outside of Ger- 
many that is true. It is not that ques- 
tion of mere war devastation. It is a 
much more complicated question. It 
is primarily a problem of the extreme- 
ly complex character of the Euro- 
pean economy as a whole and of the 
disruptions in the European economy 
which have resulted from the war. 

For one thing the East is now split 
from the West. Before the war the 
western European countries received 
a substantial part of their food sup- 
plies from eastern Europe. Now that 
is impossible. We do not know what 
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will happen in the future, but for the 
time being at any rate they have to 
look elsewhere for their food supplies. 

Then, of course, there were other 
factors, such as the decline of Ger- 
many, for prewar Germany was the 
most important industrial country in 
western Europe. 

Mr. SHarp: Let us get back home 
for a moment. Many of us, those of 
us on fixed incomes and those of us 
with wives and children, are think- 
ing about the inflationary effect. 
Truman tells us that we have to save 
on foodstuffs. What does the Mar- 
shall Plan mean to the housewife? It 
means a higher price for bread, does 
it not? 

Mr. Merzver: I do not think that 
we can overlook the fact that the 
Marshall Plan does involve some 
sacrifice on the part of the American 
people, and to some extent that 
sacrifice may take the form of a price 
rise, particularly in the prices of 
food products. 

Mr. Suarp: That is, we are going 
to lend money to Europe and to 
finance exports of food. The farmers 
are going to get more than they 
otherwise would for their wheat. 

The other day I saw an editorial 
in the Boston Herald, which speaks 
from an industrial section of the 
country. The Herald advocated the 
Marshall Plan in effect because it 
would keep up employment. Em- 
ployment for workers and all these 
inflationary appeals of the Marshall 
Plan are in the air. 

Mr. Merzrer: Undoubtedly, 
there is a great deal to those argu- 
ments. On the other hand, it is easy 
to overestimate the inflationary ef- 
fects of the Marshall program. After 
all, it is not a predominant part of 


our total output which we are pro 
posing to export as a result of thi 
plan. The twenty billion dollars, mor¢ 
or less, which will be exported, unde} 
the Marshall Plan, over and abové 
our imports will be exported over ] 
four- or five-year period. This mean. 
that over this period as a whole the 
Marshall Plan amounts to mecha 
like 25 per cent of our economy. | 
Mr. Suarp: Suppose that it cost! 
us a lot more, just as the English} 
loan cost us more than we thought i} 
would? 
Mr. Merzzer: It is conceivable 
that the total outlay may be greatey 
than twenty billion dollars. ‘ 
Mr. SuHarp: Suppose that it 1) 
fifty billion? | 
Mr. Merzzer: I doubt very much) 
whether it will be that high. I shoulc) 
be surprised if we were more than 5¢| 
per cent off in our estimates, at the 
most. 
Mr. Finer: Even if this is so’ 
there are three points of view from 
which this plan can be looked at 
It is not just a question of anti 
depression policy or the economic wel 
fare of the employment in the United 
States. The other issue is whether if 
contributes to peace and stability ir 
Europe and, therefore, to the whol 
world. And what I think we canno 
omit in a Christian and democratic 
country is the humanitarian aspect o 
the plan. | 
Mr. Suarp: If we are going t 
have a special session of Congres 
now, very soon, do you not thinl; 
that Truman ought at once to cali 
this special session? ; 
Mr. Fiver: I certainly think tha 
he ought to call it and quickly. Anc 
it ought to be called, if I may take 
the liberty of suggesting it, not in thi 


pirit of saying, “What doth it profit 
man to save the whole world and 
‘et lose an election?” 

Mr. Suarp: Both parties now 
ave the responsibility of being in— 
¢ Democrats in the White House 
ind the Republicans in Congress. 
qetther wants unemployment or de- 
ression or inflation. 

Mr. Finer: Can I just say an- 

ther word on the humanitarian as- 
ect before we go on because we will 
e dealing with these other things, I 
sure, a little later on. It must be 
2membered that most of the Euro- 
€an countries concerned in these 
-xteen have been in two world wars, 
d they are very badly knocked 
bout. It seems to me that humanity 
ould say, “Give them a helping 
nd,” but I cannot help thinking of 
other thing. 
There is a famous quotation from 
sremy Bentham, “If you want to be 
appy, you have to make others 
ppy. If you want to make other 
eople happy, you must make them 
aink that you love them. And to 
aake them think that you love them, 
u had better love them in reality.” 
Mr. Merzter: I quite agree with 
ner. The question we should ask, 
arp, is not whether we can afford 
nis plan. There is no doubt in my 
ind that we can afford it if our 
conomy is properly organized. But 
sally the question is whether we can 
ford not to do it. And on that point 
thave no doubt either. The answer, 
| believe, is an emphatic “No.” We 
ardot afford to pass up the Mar- 
aail Plan. 

Pr. SHarp: At any rate, before 
be leave this problem of the home 
Fest, we agree that there is a great 
‘traction in this inflationary aspect 
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of the plan for many segments of 
American society. These inflationary 
aspects of the plan are going to create 
problems—price control, wage con- 
trol, taxes, profit control. 

Mr. Finer: We agree on that. 
There is no doubt about it. 

Mr. Mertzter: Yes. 

Mr. Finer: It requires of the 
United States a great, great effort 
both of sacrifice and of self-control. 

Mr. SHarp: Will we not have to 
have price control, for example, to 
make the plan itself work? We may 
send five hundred million bushels of 
wheat to Europe this year. At three 
dollars a bushel, that costs one and a 
half billion dollars. If it goes to five 
dollars a bushel, we would have to 
pay a billion dollars more for wheat 
alone. 

Mr. Merzrer: We definitely 
should have, I think, some controls. 
The congressmen and others who are 
arguing that price controls are out of 
the question now are wrong. The 
previous price administrators, Ches- 
ter Bowles and Leon Henderson, have 
both advocated the imposition of 
some kind of controls. 

Mr. Finer: It does not involve, 
does it, a complete system of ration- 
ing and control? 

Mr. Merzer: By no means. It 
would not be as comprehensive as the 
wartime controls, but we have both 
an economic and a moral responsibil- 
ity, it seems to me, to recognize that 
the effects of the war on the American 
economy are not over. 

Mr. Suarp: It is going to cost us 
something to do this. Let us see what 
we are going to get for it or what we 
are going to get other people for it. 

Mr. Fiver: Let us see what some 
of the objectors say. I have heard re- 
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marks by Taft and Taber and Capper 
and so on. 

Mr. Suarp: Congressman Taber 
says that the Europeans are well fed; 
that they are not working; and that 
we are just keeping them from work- 
ing themselves. How about that, 
Finer? You have been there, this 
summer. 

Mr. Finer: I have been over 
there, and I do not know where he 
was looking. Where I looked people 
were looking thin and peaked and 
rather hopeless and shabby, and so 
on. Of course, if you are going to wait 
until these people are actually taken 
off the streets into hospitals, you 
certainly will not see them. The whole 
Marshall Plan is postulated on the 
idea that we stop them from going 
into the hospital. 

Mr. SHarp: How about the situa- 
tion in Germany? Metzler, you have 
been there. 

Mr. Merzter: I had the same ex- 
perience. There is a good deal of evi- 
dence, quite contrary to Taber’s 
remarks, that there is a substantial 
amount of malnutrition in Europe. 
Moreover, the figures on food sup- 
plies indicate that the Europeans will 
not be eating nearly so well as they 
did prewar. Cereal output in the last 
crop year, for example, in the western 
European countries as a whole, is 
about forty-eight million metric tons, 
compared with about sixty-four 
million in the prewar period. And the 
same thing can be found all the way 
through. 

Mr. SHarp: The Germans eat 
about half what we do now, do they 
not? 

Mr. Finer: Probably less than 
half of what is being eaten in America. 
Britain is better off than these other 


countries; and yet, just think, they 
get half a pound of meat a week, oni 
egg, two ounces of bacon, sever 
ounces of fat, two pints of milk, tw« 
ounces of cheese. That is the basic 
food. That is the basic ration. 

Mr. Suarp: There is a great dea 
of good sense in the humanitariar 
argument for the program. We can 
not sit by and see Europe starve: 
Things are getting worse rather thar 
better. 

But how about the long-run re. 
covery aspects, to which Taft, I take 
it, was calling attention. He said tha 
we cannot permanently support the 
European economy on a basis which 
is not competitive, sound, healthy. 

Mr. Metzzer: There is no indica. 
tion that this plan contemplates 
that. I am sure that if Taft had reac 
the plan carefully when he made this 
remark, he would have been a little 
more cautious. As a matter of fact. 
it is specifically contemplated that 
the standard of living in the Euro. 
pean countries after the Marshal. 
Plan goes into effect, and after the 
final period of the Marshall Plan, wil! 
definitely be somewhat lower than 
the prewar standard of living. 

Mr. Finer: Yes. And I think 
that there is another thing which is 
not usually realized. Let us take a 
fair and uniform comparison in nor- 
mal times between American pet 
capita income and the European 
countries. One can roughly say that 
for $1,408 per head earned in this 
country, the French get only about 
$650; the Dutch about $670; Nor. 
wegians about $700. That is to say 
in normal times the normal standarc 
is only half of what it is here. We are 
still allowing for that to be decreasec 
by reason of the war and afterward 


o they are not going to be opulent 
any means. 

Mr. Suarp: That is a little dif- 
‘rent point, though. The thing here 
| how do we know that this expendi- 
are is not going to turn the wheels 
mee in Europe, and then they will 
ow down again, as they seem to be 
ing in Italy, for example, now? 
Mr. Merzcer: Of course, we can- 
t be sure that this is the answer to 
Il the European problems. None of 
}s is a crystal-ball gazer. On the 
ther hand, this represents a deter- 
ained attempt on the part of the 
ixteen nations to achieve a coopera- 
ve recovery, and a cooperative re- 
avery is the only kind of recovery 
Jat is possible in Europe because of 
ne highly complex nature of the 
uropean economy. It is quite im- 
ssible for one country, or even two 
pountries together, to achieve any- 
ning like a prewar standard of living 
rithout the cooperation of the rest. 
‘hat is precisely what this Marshall 
‘lan does. 

Mr. Finer: Exactly! It is for re- 
overy. It is for recuperation. It is 
eally saying, ‘““Give us the tools, and 
e will do the job.” They are not 
“Give us the food.” It is: 


he job.” 

Mr. SHarp: I do not have any 
lificulty about the question of 
‘uropean morale or anything of that 
ort. I am talking about economic 
evelopments. The European pro- 
esal implementing the Marshall 
lan depends on exports. How do we 
nnew that the European export mar- 
bef is not gone? 

Jin. Merzier: Again it is perfect- 
7 clear that if the United States pur- 
ags the kind of policy which it did 
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before the war, of raising tariffs 
against imports, it will be very diffi- 
cult for some of these countries to 
increase their exports to the neces- 
sary level. On the other hand, there 
are a number of hopeful signs. For 
one thing, I do not think that it is at 
all certain that the eastern European 
countries are entirely out of the pic- 
ture, although they did not partici- 
pate in the Paris Conference. I think 
that it is quite conceivable and likely 
that eventually they will resume their 
food exports to western Europe. 
Western Europe in turn will resume 
its exports of manufactured goods to 
eastern Europe. 

Mr. SuHarp: We should want to 
get our tariffs off entirely, should we 
not? This is a good opportunity for 
that. We ought not to give with one 
hand and to take with the other. 

Mr. Merzzer: | am personally in 
favor of a drastic reduction in tariffs; 
and I think that a good deal at 
Geneva is being accomplished in that 
regard. 

Mr. SHarp: There are all these 
effects of political action of one sort 
or another. 

Another thing in this plan is a pro- 
posal to double the French steelmak- 
ing output. I am not interested in 
French steelmaking, per se. I cannot 
think of anything I am less interested 
in than in building up the French 
steel industry. I do not know whether 
it is economically sound. I do not see 
any guarantee that it will be eco- 
nomically sound if it is worked under 
these political auspices. I do not 
know how the French are going to 
behave politically. 

Mr. Finer: Of course there is a 
point on that. The more steel which 
the French have, the more they will 
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be steeled against the fear of German 
invasion in the future. Have you 
thought of that? 

Mr. Merzter: Political and eco- 
nomic questions are inextricably 
mixed here. There is no way of 
separating them, really, and it is 
quite true that there may be, in iso- 
lated instances, cases of uneconomic 
expansion of individual industries. 
I am not sure that the steel industry 
in France is necessarily a case of that. 
But, on the whole, the European 
countries have exhibited a remark- 
able willingness to consider the in- 
fluence and the aspirations of other 
countries in joining in this plan. 

Mr. Suarp: Of course, there is 
another thing which we have not 
been told at all. How are these 
twenty billions to be divided among 
the European countries? Should the 
American people not have some in- 
formation on that? 

Mr. Finer: I think that they 
should; I think that the Americans 
should have as much information as 
is advisable. Some figures were dis- 
closed at some point of time, and no 
doubt they will be made more clear as 
we go along, but I do not recall those 
figures. I do not think that at this 
point they are really material. 

Mr. Suarp: Of course, everything 
is still in process of formation. The 
Europeans have made a proposal. 
We do not know whether it is the 
Marshall Plan. 

Mr. Finer: Let us remember that 
those sixteen did agree not only as to 
totals but also as to proportions. 
That is the great point which one has 
to remember. 

Mr. Suarp: Oh, yes, that is true. 
But it has to be open to more discus- 
sion, not only on economic but on 


political grounds. The distribution o 
the aid may be very significant. 

We are agreed, I take it, that the 
Marshall Plan makes a strong appea’ 
as a humanitarian measure to relieve) 
immediate suffering, hunger, cold. 
hardship. We agree, I assume, that 
it is a good bet in the long-run eco-) 
nomic point of view. It is likely te 
start the wheels turning again. Per- 
haps the new adjustment will be 
made in such a way that it will lad 
so that we will have the wheels turn~ 
ing for a long time. At any rate, it is 
a bet. 

How about the other aspects of: 
the plan—the political aspects? It is 
spoken of as a means to save us from: 
communism—to save the world from. 
communism by building up friends 
in western Europe. Is it not really 
just an imperialist device from this 
point of view? 

Mr. Fiver: Imperialism is charged 
against the United States by Molo- 
tov and some eastern countries. To 
my mind imperialism is the domina- 
tion of other peoples against their 
will. And here we have sixteen coun- 
tries saying, “We want you to help us 
in this way.” It is not against their 
will. I do not see the imperialism 
of it. 

Mr. SuHarp: Of course, we know 
that imperialism often starts with 
trading of some one sort or another. 
This is the modern form of trading. 

Mr. Finer: All we can do is to do 
what we think to be right now, to 
watch it carefully so that it stays on 
the ideal tracks we put it on, and to 
keep it there. 

Mr. SHarp: What do the French 
Communists think about the Mar- 
shall Plan? 

Mr. Finer: I happened to have 


some conversations with some of 
them, and this is how I judge their 
situation: They are torn between 
being a minority and dictatorial 
2arty and founding themselves upon 
the majority democratic principle. 
hey are actually torn between it. It 
8S very interesting to notice that in 


on whether if there is a depression in 
merica, there will be no help to 
yEurope. Therefore, there will be 
rouble in France. They can fish in 
roubled waters. They might come to 
the top. On the other hand, with 
prosperity in America and deliber- 
ately no help, the same situation 
arises. So, they speculate, are they 
going to be the successors to the 
democratic regime if there are desper- 
ate troubles in France; or, will it be 
De Gaulle? That is their speculation 
day by day. 

Mr. Suarp: There is the right as 
vell as the left there to think about. 

Mr. Finer: That is correct. The 
nger they are kept in that state of 
‘onfusion, the healthier is the situa- 
‘ion for the democratic parties in 
that country. And that also goes for 
taly. 

Mr. Merzter: From another 
jooint of view it is a mistake to regard 
ihis plan as an imperialistic scheme. 
have heard it said, for example, that 
ve are simply attempting to force our 
‘xports on other countries and that 
his is a way of maintaining employ- 
nent at home. If that were the case, 
ve would certainly not be doing it 
oday. This is the one time when we 
4e least anxious to expand exports. 

Mr. Finer: You can actually see 
hat that argument is a silly one, be- 
navse if the United States, with 
wénty or thirty billion dollars, helps 


THE UNIVERSITY OF CHICAGO ROUND TABLE 9f 


those countries to get on their own 
feet, they are more independent, not 
less independent. 

Mr. Merzzer: It is really a pro- 
gram of independence for Europe; it 
is a program of creating a third 
group of countries which have some 
degree of integration and which are 
relatively independent of both the 
West and the East—independent 
both of the United States and the 
UWs:S:R: 

Mr. Suarp: Would you say that 
there is a “third world’? 

Mr. Finer: I think that there is a 
third world. It is the world of demo- 
cratic socialism, and I put the 
heaviest emphasis on the democratic 
aspects of it. In England, in France, 
in the Scandinavian countries, in 
Holland and Belgium, in Italy, there 
are some sectors of the economy, 
principally coal and transport, which 
are nationalized. But those countries 
have the democratic system. They 
have the full panoply of civil liber- 
ties. That is the essential. 

Mr. Suarp: As yet. 

Mr. Fiver: As yet at least. But 
I would hope that they have enough 
guts and self-respect to continue that. 
And they will continue that if they 
are given some hope. But the trouble 
is not whether the people are sort of 
fainting on the streets. The question 
is: Can you appeal to them to work 
hard? You can only appeal to them 
to work hard if you can say, “Boys, 
in two months, in three months, in a 
year, in two years, you are getting 
out of this black tunnel of despair.” 

Mr. Suarp: Should the United 
States not impose some conditions to 
strengthen the determination of the 
better elements in these countries to 
work things out correctly? 
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Mr. Finer: The United States has 
the right to impose some conditions, 
but there are limits to the conditions 
that it can impose. 


Mr. Suarp: How about the black 
market in France, for example? 

Mr. Fryer: It operates; it oper- 
ates sadly. It is up to the French 
government, if it receives this aid, not 
to have it dissipated in the black 
market. There must be the full 
pattern of controls and regulations. 

Mr. SHarp: You mean imposing 
conditions, then. 

Mr. Merzzer: Actually the par- 
ticipating countries have already 
pledged themselves to a good many 
restrictions and conditions. They 
have imposed conditions upon them- 
selves. They have agreed to reduce 
the trade restrictions which grew up 
during the war to a general reduction 
of tariffs. 

Mr. SHarp: Should we not keep 
some check to see that those things 
are carried out? 

Mr. Merzier: We are keeping a 
check. There is to be a permanent 
committee which is set up to report 
on the progress of the Marshall 
Plan, and there is every expectation 
that the United States will maintain 
close liaison with that committee. 

Mr. SHarp: Should we go further? 
These are socialist countries. The 
socialist parties have the balance of 
power. We are not a socialist coun- 
try. Most of us do not believe in 
socialism. 

Mr. Fiver: My opinion is strong- 
ly against the intervention in the 
affairs of democratic countries when 
by their sober consideration they 
have decided, by free elections and 
free opinion, that this is the kind of 


remedy which is required for their 
economic situations. ; 

Mr. Merzter: We must recog- 
nize that there has been a strong 
trend toward the left in all Europe 
since the end of the war. That trend 
toward the left is not a danger to the 
United States, in my opinion, and the 
sooner we recognize that, the better! 
we will be. We ought, in other words, 
to realize that there is a great differ- 
ence between the kind of democartic 
socialism which exists in most of 
western Europe today and the dic- 
tatorial regime farther to the left. 

Mr. Finer: The differences are 
immense. They are differences of 
principle. 

Mr. SHarp: How much is England 
nationalized, for example, at the 
present time? 

Mr. Fiver: England so far has 
nationalized the Bank of England, 
which means credit and investment; 
the coal industry; heavy communica- 
tions (which were partly nationalized 
before); and civil aviation. Elec- 
tricity and gas are two-thirds mu- 
nicipalized and will be nationalized. 
That is as far as Britain has gone. 

Mr. SuHarp: But not textiles or 
steel or most of the basic industry? 

Mr. Finer: No, no. 

Mr. Suarp: They are operating as 
they did before? 

Mr. Finer: They operate on the 
free-market economy just as before. 

Mr. Suarp: So that this problem 
of imposing conditions on  socia 
schemes is not one which we ought te 
take seriously? 

Mr. Finer: I think not. 

Mr. Merzter: I think not, too. 

Mr. Finer: It is rather unchari. 
table, and it takes away from the self 


respect of people who have been our 
associates and allies over many years. 

Mr. Suarp: We would have to 
exercise a kind of “banker’s’’ control 
which would be impracticable any- 
way. 

Mr. Finer: I think it would be. 

Mr. Metzter: We ought to 
‘recognize the enormous number of 
conditions which these countries have 
voluntarily imposed upon them- 
selves. We ought not to assume that 
}this is simply a request for money. 
It is a plan for cooperative recovery. 

Mr. Suarp: This generous lend- 
Jing may turn in the end into a gift. 
‘WWill this make us popular with every- 
one in these countries? Are they go- 
ing to like it? 
| Mr. Finer: It is very queer. It is 

rather ambivalent there. No one likes 
ito receive loans and feel that he is be- 
holden. One must expect not a very 
hectic kind of gratitude from these 
people. But there is a great respect 
jor American good intentions and 
generosity of spirit. Of course, there 
are some people who tend to aggra- 
vate this annoyance at receiving help. 
I mean that they do it deliberately 
‘or political purposes. 

Mr. Merzzer: Moreover, this is 
not a plan to give Europe assistance 
ndefinitely. The Europeans as a 
whole do not want that sort of char- 
ty. They are anxious to be put in a 
blace where they can pay their own 
way and where they can export 
‘nough to pay for the necessary 1m- 
oerts. That is precisely what this 
blan does. It gives them a breathing 
spell in which they can reorganize 
their economies to the enormous 
-hanges brought about by the war 
inél to these tremendous dislocations 
féthe international trade so that 
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they can come to the point where 
they will be able to be relatively self- 
sufficient. 

Mr. Suarp: If you will forgive me 
for repeating myself, this brings me 
back to the part of the plan that 
bothers me most. Here we are talk- 
ing about gaining friends, allies in 
effect, in a sort of ideological war 
which may become more than an 
ideological war. We talk about an ef- 
fort to check communism, to hold 
the Russians in control. Competing 
Russian and American imperialisms 
all over the world are the background 
of the plan. “Imperialism” is a hard 
word to define. I would certainly in- 
clude the Russians with the Ameri- 
cans. Old-fashioned nationalist ten- 
sions are at work. Is not the most 
serious danger in the plan that it will 
accentuate those tensions? 

Mr. Finer: For my part, I do 
not think so. The picture looks to me 
like an irresistible object, namely, 
U.S.S.R., coming up now against 
an immovable wall, which will be 
that wall which contains the sixteen 
western countries with its economy 
and the rest of the world. I sometimes 
think when angry people and people 
fanatical with an ideology who come 
up against a wall that they cannot 
scale quiet down; they tone down; 
they learn the limits of the possible. 

Mr. Merzcer: Furthermore, it is 
a mistake to compare this plan with 
some ideal arrangement. What we 
ought to ask is what the alternatives 
are. Supposing the plan does not go 
through. What happens in that case? 
If the plan does not go through, if 
aid is not forthcoming from the 
United States, it seems to me that 
we have nothing to look forward to 
except economic chaos in Europe. 
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There will be a general running-down 
of the efficiency and effectiveness of 
the European economy. 

Mr. Suarp: I understand that all 
right, but, before we get through, I 
would like to face this difficulty about 
the increasing tensions a little further. 

Our old colleague, Professor 
Lange, Polish representative to the 
Security Council, made a speech 
about a week ago in which he said 
that we ought to transfer the responsi- 
bility for this plan to the United Na- 
tions. That may not be practical 
administratively, but I thought 
perhaps we might check on it as in 
the case of the Truman policy. 

Mr. Finer: What I should have 
suggested is that it should have been 
transferred to the United Nations 
long before it was necessary for 
Marshall to speak. But if it had 
been, I do not think that it could 
have escaped the fate of the Euro- 
pean Economic Commission which 
preceded it and which was ob- 
structed by all sorts of means by Mr. 
Lange as well as by Mr. Gromyko. 

Mr. Suarp: I do not mean to say 
that the eastern peoples have been 
ideal in this respect, but Lange 
seemed to me to make the best one- 
world statement which we have had 
since Willkie. 

Mr. Merzter: There is no doubt 
that cooperation between eastern 
Europe and western Europe would 
be very desirable in this case. It is 
highly doubtful to me, however, 
whether we couid bring it about by 
throwing the whole problem into the 
lap of the United Nations. 

Mr. SHarp: That may be. But the 
main point that we need to work with 
eastern Europe was made by Lange. 
Europe needs their food, 


Mr. Merzver: I think that we 
are all agreed on that. 

Mr. Finer: We agree to that one 
hundred per cent. 

Mr. Suarp: Poland has coal to 
sell; their exports to the West are 
increasing at the expense of their 
exports to the Soviet Union. 

Mr. Merzter: As I indicated be- 
fore, I suspect that, regardless of 
what happens to the Marshall Plan, 
trade between East and West eventu- 
ally will be resumed to some extent. 
We ought not to write off the eastern 
European economy simply because 
they have not participated in the 
Paris Conference. 

Mr. Finer: And probably the 
more successfully the sixteen coun- 
tries go ahead, the more likely they 
are to secure the allegiance of the 
Fast. 

Mr. Merz.er: Yes, I think that 
you are quite right. 

Mr. Suarp: There are a lot of 
aspects to this, though. The more 
this tension builds up and the more 
the Marshall Plan is used to build up 
tensions and the less to relieve ten- 
sions, the more difficulties it is going 
to make for itself. We will have heavy 
military expenditure, probably uni- 
versal training, for example. 

Mr. Finer: But, again, that is not 
economic, is it? 

Mr. Suarp: It is partly economic. 

Mr. Merzzer: And again what 
happens if we do not adopt the 
Marshall Plan? 

Mr. Suarp: I am for it. But it 
seems to me that this is worth 
checking. 

Mr. Merzier: The tensions, it 
seems to me, are going to be far 
worse if Europe falls into a state of 
economic and political chaos, leading 
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o revolutions in many of these coun- 
ries. The amount of tension between 
he East and the West would be 
nuch worse than it would be under 
lhe Marshall Plan. 

Mr. Suarp: As a matter of fact, 
he plan may bring out the im- 
»ertance of cooperation. 

Mr. Merzter: That is a possibil- 
ty, yes. 

Mr. Finer: Let us hope that it 
loes. 

Mr. Suarp: A violent revolution 
‘fr counterrevolution would be good, 
srobably, only for the fishes, and the 
Russians may want to take over a 
joing concern instead of a bankrupt 
oncern if they expect to win. 

Mr. Finer: I listen to those re- 
aarks of yours, Sharp, with an 
imiable participant’s observation, 
jut still, if you like to reflect upon 
aose considerations, it is all right. 

Mr. SHarp: They seem to me to 
‘¢ the most important international 
pnsiderations there are. Since the 
flarshall Plan has been discussed in 
ae light of these relations between 
ae West and the East and since it is 
wvolved in all that, it is worth 
ling them rather sharply to our 
ctention. 


Mr. Fryer: I am a man of infinite 
hope, but for the intermediate period 
I prefer to act on grounds of stricter 
controls and calculabilities. 


Mr. Suarp: You are definitely for 
the plan on all scores? 


Mr. Finer: I am definitely for 
the plan on all the scores, yes. 


Mr. Merzrer: I think that I 
should say the same thing. It gives 
the European countries a breathing 
spell within which to reorganize their 
economies. It seems to me that it is 
absolutely essential for European re- 
covery as a whole. 


Mr. SuHarp: More specifically, 
then, we agree on these matters: The 
inflationary effects of the plan can 
and must be checked. The plan is a 
means of relieving immediate poverty 
in Europe. There is a good chance 
that it will set the wheels of European 
industry in motion permanently. It 
means a challenge to communism. 
But it also may be used to promote 
the cooperation between all the na- 
tions of the world. 


Mr. Finer: I say, too, that peace 
hath her sacrifices no less renowned 
than war. 
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In response to Mr. Marshall’s speech of June 5 the sixteen partici 
pating countries have met in Paris for the purpose of developing ar 
economic recovery program and of determining the manner and exten 
to which these countries can, by their individual and collective efforts 
bring about the achievement of that program 
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The participating countries recognize that their economic system 
are interrelated and that the prosperity of each of them depends upo! 
the restoration of the prosperity of all. They further recognize tha 
the objective of a sound and healthy economy for their countries cai 
best be achieved by sustained common efforts directed specifically te 
ward the production of scarce commodities, the full use of availabl 
resources and the achievement of internal financial and economi 
stability. 

7 
To this end, the participating countries have undertaken to use a 
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heir efforts to develop their national production in order to achieve 
he production targets set out in this report. Each is also determined 
© carry out vigorously the internal measures which are necessary to 
reate or maintain its own internal financial stability and confidence 
n its currency and credit. 
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The participating countries have further agreed to set up a joint 
‘ganization which will review the progress made in carrying out the 
ecovery program..... 
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This report is in no sense a “shopping list’’ of the goods which the 
‘articipating countries and western Germany need from the United 
‘tates. It is designed primarily as a close and careful analysis of the 
1aladjustment, which has resulted from the war, and an examination 
f what the participating countries can do for themselves and for each 
‘ther to work toward a lasting solution: 


If 


The report shows the expected deficit of the participating countries 
ind western Germany in their trading relations with the American 
ontinent and the non-participating countries. This illustrates the size 
f the problem, but it must be understood that the participating coun- 
‘ies neither ask nor expect special aid from the United States to the 
hll amount of that deficit. Some of the deficit can be filled through 
rivate financing and investment or the use of any suitable assets still 
vailable to the participating countries, and some through the Inter- 
ational Bank for Reconstruction and Development. The amount of 
id which each country needs in order to make its full contribution to 
ae European recovery program is not specified in this report... .. 


CHAPTER I 
Historical Introduction 


I 


The sixteen participating countries with western Germany have a 
‘tah population of 270,000,000. Most of them in normal times en- 
ryed a standard of living somewhat inferior to that of the United 
1aies and Canada, but higher than that of any other large aggregate 
| population in the world. They were able to do this firstly because 
»es had brought their industry and agriculture to a high standard of 
ciency and secondly, because they derived a large income from in- 
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ternational trade and commerce as well as invisible exports such as 
tourism, shipping, banking and insurance services and the foreign 
investments which they had gradually built up over centuries. 
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As trading nations these countries were predominant. They had 
nearly one-half of the world’s international trade; they owned nearly 
two-thirds of the world’s shipping tonnage; and their income from 
foreign investments and other invisible exports was sufficient to pur. 
chase nearly one-quarter of their imports from the rest of the world 
This income from trade enabled them to buy the raw materials needec 
by their industrial plants and the food and feeding stuffs required tc 
sustain their population and agriculture. 

The following table shows the comparison with the United States 


PercentTaGe or Worxp (1938) 
PRE-WAR 


PopuLaTION Shipping 

(Mitrons) Imports Exports Tonnage 
RS VA Tae ke ten crete eee ere Teg yo TAR) 14.2 
Participating ‘countries... 1. ar 205.9 40.8 30.4 58.6 
WestesaiGermanya aan eee 40.1 9.1 9.0 6.6 


The figures for the participating countries include trade between them. If only the 
trade of the fifteen countries as a whole with the outside world is taken, their imports were 
over three times those of the United States, their exports somewhat higher than the ex- 
ports of the United States. 
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The industrial structure of Western Europe was based upon coal 
steel and chemicals, and its output of these products in the period jus 
before the war was slightly greater than that of the United States 
Every part of this machine depended upon the efficient working of th 
other parts and none of the Western European countries was in a pos 
ee to organize its industry effectively without the support of th 
otners..... 


7 
In 1945 Europe was perhaps more denuded of resources than at an 
time in modern history. There was a shortage of all basic material 
of fertilizers to renovate the soil, of raw materials and equipment t 
quicken production, and in most countries of available labor. Som 
industries began to run down for lack of facilities for all but ter 
porary repair..... 
10 


To sum up, the difficulties of the participating countries at the en 
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of a war fought over three continents were due to the following main 
SaUses : 

1. Physical devastation and disruption in Western Europe and in 
che principal food and timber producing zones of Eastern Europe 
waich, together with the dislocation of the European transport sys- 
em, caused a temporary paralysis of production in Western Europe, 
meluding Germany; 

2. Prolonged interruption of international trade, which occurred 
imultaneously with the loss of income from merchant fleets and 
joreign investment, and led to the exhaustion or diminution of dollar 
junds in the sixteen countries at a moment when many vital needs 
could be met only from dollar sources; 

3. Human strain and exhaustion resulting from six years of war and 
*nemy occupation; 

4. Internal financial disequilibrium, which is the inevitable result of 
_ long war; 

5. In southeast Asia, the shortage of supply of food and raw mate- 
jials which were vital to the European economy both for direct con- 
ramption and as earners of dollars; 

6. The abnormal increase of population in certain areas resulting 
rom the wartime movement of peoples. 


II 


The scale of destruction and disruption of European economic life 
vas far greater than that which Europe had experienced in the First 
Vorld War. Industrial production in Belgium, France and the Nether- 
ands was reduced to 30 to 40 per cent of pre-war and in Italy to only 
© per cent; production of bread grains fell to only two-thirds of pre- 
yar; 300,000 freight cars had been destroyed but a total of 2,800,000 
“eight cars were damaged. The devastated countries had to start 
gain almost from the beginning. 
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Nevertheless, recovery proceeded well—indeed, much faster than 
fter the end of the First World War. Eighteen months after the end 
f fighting in Europe, industry and transport were moving again 
igorously and the work of reconstruction was getting under way. 

This was made possible by the efforts of the European countries 
1emselves, with generous assistance from the United States and other 
suntries and from UNRRA. So successful were these efforts that by 
1€ end of 1946 industrial production in Belgium, France and the 
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Netherlands had recovered to 85 to 95 per cent of the pre-war level, 
while Italian industrial production was back to 60 per cent of the pre- 
war level. 

In the United Kingdom the process of demobilization of the war 
economy had been accomplished smoothly and the pre-war level of 
national output had been fully restored. In the Scandinavian coun- 
tries production was steadily rising. 

In the case of agricultural production, which though hard hit by: 
the war, had not declined to the same extent as industrial production, 
the beginning of recovery was evident in all countries in 1946. Indeed, 
the participating countries as a whole had made a good and resolute: 
start on their task. 

13 

This improvement was not maintained in the winter of 1946 to 
1947. The European economy, still at the convalescent stage, suffered 
a most serious setback as a result of the continued shortage of coal, 
the increased cost of primary products and the prolonged world 
shortage of food and other essential commodities. 

This crisis was intensified by the exceptionally severe winter and 
the drought which followed. Further advance from the levels of au- 
tumn 1946 would, in any case, have been difficult in view of the con- 
tinued inability of the German economy to supply the coal and other 
products upon which so much of Europe’s economic life depends. .... 


CHAPTER! 
The European Recovery Program 


24 

The recovery program is based upon four points: 

I. Starting production effort by each of the participating countries, 
especially in agriculture, fuel and power, transport, and the mod- 
ernization of equipment. 

2. The creation and maintenance of internal financial stability as 
an essential condition for securing the full use of Europe’s productive 
and financial resources. 

3. The development of economic cooperation between the par- 
ticipating countries. 

4A solution of the problem of the participating countries’ deficit 
with the American continent, particularly by exports 


28 
In order to carry out their production efforts and after making ful 
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sallowance for the supplies which they can obtain from each other, the 
(participating countries need food, raw materials, fuel, and capital 
equipment from overseas. There are two difficulties to be overcome: 
tthe inadequate supplies of certain key commodities available in the 
world, and the lack of means of paying for them. 

In this report it is estimated that available supplies to the par- 
{ticipating countries, assuming complete achievement of their agricul- 
ttural programs, will be insufficient to permit even the restoration of 
tthe pre-war standard of food consumption by the end of 1951. 
Moreover, in the immediate future, the lack of supplies from normal 
ssources in Eastern Europe and southeast Asia increases the urgency 
sof the need for supplies from the American continent. .... 


32 

In order to insure that the recovery program is carried out, the 
ssixteen participating countries pledge themselves to join together, 
band invite other European countries to join with them, in working to 
tthis end. This pledge is undertaken by each country with respect to 
its own national program, but it also takes into account similar 
‘pledges made by the other participating countries. In particular, each 
‘country undertakes to use all its efforts: 

1. To develop its production to reach the targets, especially for food 
sand coal; 

2. To make the fullest and most effective use of its existing produc- 
‘tive capacity and all available manpower; 

3. To modernize its equipment and transport, so that labor becomes 
‘more productive, conditions of work are improved, and standards of 
living of all peoples of Europe are raised; 

4. To apply all necessary measures leading to the rapid achievement 
sof internal financial monetary and economic stability while maintain- 
ing in each country a high level of employment; 

5. To cooperate with one another and with like-minded countries 
in all possible steps to reduce the tariffs and other barriers to the 
sexpansion of trade both between themselves and with the rest of the 
world, in accordance with the principles of the draft charter for an 
international trade organization; 

6. To remove progressively the obstacles to the free movement of 
‘persons within Europe; 

7. To organize together the means by which common resources can 
‘be developed in partnership. 

“By these means and provided the necessary supplies can be ob- 
tained from overseas, European recovery can be achieved. .... 


we 
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CHAPTER ITI 
The Production Effort 


35 


The production effort of the participating countries and western — 


Germany will therefore be concentrated on these things. These goods 
and services must be provided for a population which in 1951 will ex- 
ceed pre-war by 11 per cent. The national programs and measures for 
mutual assistance are designed to achieve the following results by 
1951: 

1. Restoration of pre-war bread grain and other cereal production, 
with large increases above pre-war in sugar and potatoes, some in- 
creases in oils and fats, and as fast an expansion in livestock products 
as supplies of feeding stuffs will allow. 

2. Increase of coal output to 584,000,000 tons, 1.e., 145,000,000 
tons above the 1947 level (an increase of one-third) and 30,000,000 
tons above the 1938 level. 

3. Expansion of electricity output by nearly 70,000,000,000 kilo- 
watt hours, or 40 per cent above 1947 and a growth of generating 
capacity by over 25,000,000 kilowatts, or two-thirds above pre-war. 

4. Development of oil-refining capacity in terms of crude oil 
throughout by 70,000,000 tons to two and half times the pre-war level. 

5. Increase of crude steel production by 80 per cent above 1947 toa 
level of 55,000,000 tons, or 10,000,000 tons (20 per cent) above 1938. 

6. Expansion of inland transport facilities to carry a 25 per cent 
greater load in 1951 than in 1938. 

7. Restoration of pre-war merchant fleets of the participating 
countries by 1951. 

8. Supply from European production of most of the capital equip- 
ment needed for these expansions..... 


33 

Food is the first essential, and agriculture is the most important 
single form of economic activity in the participating countries and in 
western Germany. In terms of total human effort, more must be ac- 
complished in this field than in any other. The population in this area 
in 1951 will be about 11 per cent above pre-war and the restoration of 
pre-war agricultural output can therefore be no more than the first 
stage in a longer-term program. 

Pre-war output of cereals and other crops can be restored and in 
some cases exceeded by 1951, but the rebuilding of livestock herds 
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| will be a slower process, which is dependent upon the supply of im- 
| ported feeding stufts, and even if full requirements are met, meat 
| production will still be only go per cent of pre-war. The supply of 
{fish has already recovered to the pre-war level and could if market 
conditions allowed, be substantially raised with present equipment, 
[[Table 1] summarizes the production program. 


TABLE 1 
Propuction oF Basic Foops 


(Million Metric Tons) 


1934-38 1946-47 1947-48 1950-51 
ANOS EASE Meee mor mae ene 64.5 55.6 48.9 65.8 
Breadeoralnsmne: cee erm a era 34.9 28 .3 21.4 34.0 
BO CatOeSe ates ate Mrs <a isa. 50.7 61.6 68.2 
SUI aI ape tee aint issceyeee vulva set yer B58 BPA 3.9 
VISES) Alaipnens egege Mate Shaman ee eae 9.0 5.9 6.0 8.1 
Milk Sy eae eee Pee ete ‘ipods ioeey BIO Te A 
Oil and fats (including butter) 2.8 2.0 2.2 2.9 


Norte.—Years from July 1 to June 30. 
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The program requires first of all the restoration of soil fertility. The 
participating countries are developing their production of fertilizers 
with special emphasis upon nitrogen as providing the most effective 
aid to quick crop production. This need for nitrogen fertilizer is much 
greater than pre-war, because stable manure has been less rich in 
plant nutrient for lack of imported feeding stuffs. 

Production of fertilizers is already well above pre-war and the 
present level will be doubled by 1950-51. With adequate supplies of 
phosphates and potash, this production of nitrogen fertilizer will be 
enough to cover requirements at the end of the period, but even if 
sufficient coal is available abnormal imports of nitrogen from the 
American continent will be needed on a diminishing scale in the earlier 
years. 

42 

The second requirement is that the mechanical means of working 
ihe soil and handling the crops should be improved by the increased 
use of tractors and machinery, and thus a higher production per work- 
ig unit reached. The production of agricultural machinery—and espe- 
Cally tractors—is being actively expanded in the participating coun- 
tries, and this will meet a steadily increasing part of the demands ex- 
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cept for special types of equipment. The third requirement is sufficient 
imported feeding stuffs. 
The density of population in the participating countries and west- 


ern Germany is too great to permit simultaneous production both of | 


enough crops for direct consumption and of enough feeding stuffs to 
produce enough protective livestock products. 

Large quantities of protein feeding stuffs such as oil cake are needed 
to supplement home-grown winter fodder for dairy cattle, as well as 
feeding grain mainly for pigs and poultry. Special long-term programs 
for the mechanical production of ground nuts are being undertaken by 
the British and French Governments in Africa. This will eventually 
add significantly to the world supplies of oils and fats. 


43 
Fuel and power are likewise crucial. At the present time the United 
States is consuming four times as much fuel and power per head of its 
population as the participating countries and western Germany, and 
even before the war the ratio was 23 to 1. This affords a rough meas- 
ure of the difference between the technical levels of the United States 
and the European economies and underlines Europe’s main need, not 
only to recover its pre-war supplies of energy but also to increase them 
progressively and thus raise the whole standard of productivity of 
European workers..... 
46 
In the Bi-zone of western Germany there will be an increase of 60,- 
000,000 tons in 1951, compared with 1947, but the extent of devasta- 
tion has been so great that the 1938 output will not be retained in this 
period. In the Saar, production will reach the 1938 level in 1948, and 


TABLE 2 
Propuction oF Coat anp LicNITE 
(Millions of Tons; Ton for Ton) 


1938 1947 1948 1951 
United kingdoms. .-... gi 199 214 249 
Western Germany: .2.-... she eae ey sae 
BieZOeiwer Biaiaeny at Moe 206 198 149 193 
Saree ele hese brs icnaca sk 14 sf) 14 17 
France Oe oe a eee 48 51 51 63 
Belo ruta eae eer arts eyore 30 24 26 31 
Othericountsiesmmmren | a: 2B 22 24 Gi 
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will in 1951 be 20 per cent above it. In France, too, where production 
already is over pre-war level, a further expansion of 12,000,000 tons, 
or 25 per cent, is planned rea 1951. The net result is that for the par- 
ticipating countries and western Germany as a whole production in 
1951 will be 30,000,000 tons higher than in 1938 [Table 2]. 


48 

Consumption of electricity has increased during the war, but there 
has been no corresponding increase in generating capacity. A further 
substantial growth of consumption is expected to a level in 1951 about 
80 per cent above that of 1938. In order to catch up the arrears and to 
provide for this further expansion, the annual rate of growth of gen- 
erating capacity will have to be nearly four times the rate in 1937 and 
1938. 

This presents a major industrial task. In view of the coal position, 
emphasis is being laid on thermal plants designed to consume low- 
grade fuels and more particularly on hydroelectric plants. But it is 
certain that for many years generating capacity will not be enough to 
meet requirements. .... 

54 

The full steel programs for the participating countries, together 
with target figures for western Germany, are shown in [Table 3]. 

A. A selected pre-war year of greatest activity has been taken 
for each country. The total of these figures gives a measure of the out- 
put of which the plant of the countries taken together was capable. 


TABLE 3 
PRopDuCTION OF CRUDE STEEL 
(Million Tons) 


Best 
1938 Year 1947 1948 195 

United Kingdom.. ........ 10.6 1362 1 14.0 15.0 
IBGANCen ea seae sre tee 2 6.2 9.7 5.8 10.4 1) 7) 
Belgium and Luxembourg 3.8 7.0 4.6 Tak TO 
LEIA, Gee elpyan a aT cocoa Fic eg 8 126 mas BAS 
Other participating countries 1.8 1.8 D)-) Pye 7 
Bi-zone of Germany........ 17.8 eee) 1.9 Hag 10.0 
Saar and French zone...... GEO 3.0 0.8 ee DG 
ERGtalh yan tee 45.5 Gane QOae 42.3 55.4 

ee Of which 
Z Participating countries..... BAe 33.9 26-7, Bas 42.7 
~ Western Germany........- 99.8 20.8 3.6 Soe te. 
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B. The figures for the Bi-zone of western Germany are put forward 
by the control authorities as targets which could be achieved provided 
that certain assumptions are fulfilled. Under the March, 1946, [stand- 
ard] level of industry would be limited to 4,700,000 ingot tons. Produc- 
tion, however, might be raised to 10,000,000 tons in 1951 in conform- 
ity with the level permitted in bi-zonal level of industry plans an- 
nounced by the commanders in chief on Aug. 29, 1947. 

It could certainly, with proper efforts on the part of the industry, be 
raised to 7,000,000 or 8,000,000 tons by that date. Any calculations 
based on the 10,000,000-ingot-ton figure must take account of the 
statement that the measures about to be taken by the commanders 
in chief do not prejudge quadripartite decisions of the Council of For- 
eign Ministers in respect of the level of industry for Germany as a 
whole and such industrial limitations as may be imposed by the peace 
settlement. 


Sy) 

In spite of the fuel shortage, the participating countries are now 
producing more steel than they did in 1938, although this is still less 
than their production in pre-war peak years when the French, Bel- 
gian and Luxembourg industries were working at nearly full capacity. 
The program for crude steel in 1951 for the participating countries is 
60 per cent above 1947, and will be 25 per cent above the total of their 
best pre-war years. The increase in finished steel is slightly greater 
than that in crude. 

56 

This growth in the production of the participating countries will 
compensate for the reduction in western Germany’s steel output below 
the inflated level reached during the years of rearmament; total pro- 
duction in 1951 will not significantly exceed the pre-war capacity of 
the area taken as a whole. Even with this expansion of output, indeed 
the consumption of steel per head in the participating countries and 
western Germany will be only one-third that of the United States. 


57 

The full program is one of making maximum use of existing capac- 
ity, of modernization, and to some extent of expansion. In the four- 
year period, new capacity will be coming into operation in the par- 
ticipating countries at all stages of manufacture. It will add more to 
existing capacity for pig iron and crude steel than for finished steel 
where a relatively high proportion of the new construction will replace 
old plant. In most of the participating countries modernization and 
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s-equipment will at all stages of the industry be more important 
han new construction; only about 20 per cent of the output in 1951 
nll be from new capacity. The modernization programs aim at in- 
reasing the efficiency of the industry as a whole, particularly in the 
se of fuel and manpower..... 


63 
With one or two exceptions all the participating countries are ex- 
eriencing labor shortages. This will continue during the period of 
xpansion provided that the necessary supplies can be made available 
‘om overseas in order to enable the recovery program to be carried 


64 

The participating countries are confident that this huge production 
rogram can be achieved. If a good start is made, the program will 
10Ve with its own momentum; these modernization and development 
rojects will all increase productivity and thus contribute to raising 
ne general level of industrial production and exports. 

But the programs as a whole are interdependent. Every element in 
nem depends upon the others—mining machinery upon steel, steel 
pon coal, coal upon food—and in turn depends upon the availability 
“ supplies from overseas in the right quantities and at the right times, 
don the maintenance of internal financial stability and upon the con- 
muing and effective mutual help between the participating countries. 


CHAPTER IV 
Internal Economic Financial and Monetary Stability 
65 


The success of the program of the participating countries depends 
1 internal economic financial and monetary stability being restored, 
“maintained. The production targets cannot be achieved nor can 
ropean cooperation be accomplished unless the economies of all the 
urticipating countries are sound and stable. Instability in any coun- 
"y affects the participating countries as a whole, for it hampers and 
storts trade and prevents the affected countries from making their 
li contribution to the recovery program. 


66 
‘Ail the participating countries are to a greater or lesser extent af- 
ttéd by inflation resulting from the war. This general inflationary 
essure is generated by the reciprocal effects of a shortage of supplies 


ty 
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of consumer goods on the one hand and the increase in money income: 
on the other. The existence of a large volume of surplus purchasing 
power is in itself a great stimulus to this inflationary pressure, and the 
growth of money incomes develops with cumulative force when it i: 
fed by inflationary financing of budget deficits. 


67 

The strength of the inflationary pressure differs widely from coun. 
try to country, partly according to the success of the efforts which the 
country makes to resist it and partly according to the circumstance: 
of the country itself. In some countries relative stability of prices anc 
wages has been preserved by drastic domestic policies of reducing pur. 
chasing power, controls, and rationing; where there is serious short 
age of food and consumer goods, however, workers cannot spend thet 
earnings to satisfy their normal needs, and the incentive to work is les: 
than in normal conditions. 

In other countries a much more advanced stage of inflation has beer 
reached; post-war budgets have not been balanced and there has beer 
a continual rise in prices, which inevitably leads to demands for highe 
money wages—a situation which is very difficult to cure and whick 
threatens to lead to a distrust of the national currency. 

This has led in turn to the hoarding of food or to its disposal in th 
black market; agricultural producers prefer to reduce their sales or no’ 
to sell at all because they cannot buy things with the money they ob 
tain. Industrial workers spend much of their time looking for food anc 
goods. People refuse to invest capital in fixed-interest securities anc 
seek to transfer it into gold or foreign exchange; capital held abroad i 
left there and becomes a hidden private asset which brings no benefi 
to the nation as a whole. 


68 


The countries represented on the committee of cooperation hav 
pledged themselves that, where stabilization programs are required 
they will carry them out in a spirit of determination. In particular, th 
governments of the participating countries concerned undertake t 
carry out, independently of any external aid, the internal measure 
within their power in fiscal and currency matters, as well as in the fiel 
of production, in order to restrict forthwith calls on the Bank of Issu 
and also other inflationary practices, and to increase the production o 
consumer and capital goods. 

Thus the French Government has made clear to the committee o 
cooperation its determination to meet from current revenue all budge 
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spenditure including military and reconstruction expenditure in 
748, with the sole exception of expenditure in respect of indemnities 
yr war losses to private property and of industrial investment. Fur- 
1ermore, the year 1948 will see the end of all new borrowing from the 
ank of France. A comprehensive plan for economic and monetary 
abilization is being worked out and will be submitted to the next 
sssion of Parliament. 
69 
The Italian Government declares that special steps are now being 
ken with regard to finance and credit and that other such measures 
<ewise intended to put internal finances on a sound footing will be 
troduced very shortly. Thus the Italian Government has decided 
iat it will approve no new expenditure unless provision is made for 
‘venue to a corresponding amount. Furthermore, a recent enactment 
bids the Treasury to accept any new loans from the Central Bank, 
aless Parliament has specially authorized it beforehand to do so. 
The entire expenditure contemplated for the financial year 1947- 
348—for which the total deficit is already substantially lower than 
.at for the previous financial year—will have to be wholly covered by 
.xation, except for the special expenditure required for the economic 
habilitation of the country, which will be covered by internal and 
feign loans. .... 
at 

It is essential to the success of the whole program that stabilization 
jould be achieved as quickly as possible. In this respect the year 1948 
crucial. It will, in effect, determine the success of the efforts under- 
ken on the two major aspects of stabilization. The first of these is the 
tablishment of equilibrium between purchasing power and avail- 
ole commodities. The second is the prevention, in all cases where this 
necessary, of the creation of new purchasing power, of which budget 
ficits are the main cause. 

If these two objectives are attained next year, the situation of 
urope will be radically transformed. In all countries where there is at 
esent a tendency to hoard and conceal resources, the country’s ex- 
rnal financial situation will be improved by putting to use all mate- 
ai xesources which are at present concealed and by bringing back 
reign exchange assets into normal circulation. In general terms, the 
storation of a healthy economic and monetary situation with appro- 
igte rates of exchange will stimulate production and exports and 
en new possibilities of foreign investment and commercial credits. 


she 
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The governments represented on the committee of cooperation have 
pledged themselves after stabilization has been fully achieved and can 
be successfully maintained to make their currencies convertible as de- 
fined in the articles of agreement of the International Monetary Fund 
at appropriate rates of exchange. The governments concerned further 
pledge themselves that any external assistance received for this pur- 
pose will be used for this purpose only and applied in constructive and 
comprehensive measures to put an end to inflation and eventually, 
when the necessary conditions have been fulfilled, to make their cur- 
rencies convertible. 


GHAPTER VY 


Economic Cooperation 


78 

In addition to the massive self-help represented by the individual 
countries’ production programs and stabilization plans, a wide range 
of actual and potential mutual help between the participating coun- 
tries has emerged from the committee’s discussions. The work in Paris 
in fitting together the various production targets into a European 
program; the undertaking by each country to the others to use its best 
efforts to carry out its production program; the arrangements proposed 
for reviewing the progress made with the production programs—these 
together constitute an historic and unprecedented step forward in 
European economic cooperation. 


79 

The controlling principle of the committee’s work has been the in- 
terdependence of the national economies of the countries covered by 
this report, and if these countries are to proceed quickly along the roac 
to recovery, they must proceed together. In each subject examined by 
the committee, therefore, the first step has been to see how far the vari- 
ous countries can meet each other’s needs, and full account has beer 
taken of the possibilities of mutual help through the interchange o: 
goods in assessing the requirements to be met from the outside world 


80 


The structure of the European economy as it existed before tht 
war was already a highly developed system of mutual help. It wa 
founded upon the specialization of human skill and industrial capacity 
which was in fact responsible for the relatively high standard of livin, 
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yhich these countries enjoyed in relation to their limited natural re- 
ources. 

The economic life of some of these countries was based largely upon 
upplying others; some of the participating countries are more closely 
tegrated together than others. But between all of them there are 
lose traditional links which form a natural bond, and which they have 
cen striving to re-forge after the disruption of the war. It is therefore 
ntirely natural that a complicated network of mutual help should ex- 
t, and that it should develop further as production grows. 


81 

In every one of the products examined by the committee, national 
roduction programs are being developed which will also satisfy the 
eeds of other European countries and so reduce the deficiencies which 
t present must be supplied from the outside world and in particular 
om the American continent. 

The food-exporting participating countries are planning to increase 
reir export surpluses as fast as they can, and in meat, dairy produce 
nd fruit these will make a large contribution by 1951; the United 
ingdom coal development program, carried out at very large capital 
yst, will begin to make supplies available for other participating 
yuNtries in 1948, rising to 29,000,000 tons a year in 1951. 

The expansion programs for agricultural machinery and nitrogen 
ttilizer, besides providing for the needs of the countries which are 
itrying them out, will also supply other participating countries’ 
seds and will permit a rapid reduction in the supplies required from 
1e United States; cooperative measures are being taken to increase 
1e production of timber; most of the work of rebuilding the merchant 
2ets of the participating countries is being carried out in their own 
-each others’ yards. Much of this mutual help arises in the normal 
yurse of trade, but there have been certain special cases, such as that 
‘hard coke and coking coal, in which particular arrangements have 
sen worked out. 

82 

If the increased production resulting from these programs is to 
ake its full contribution to the restoration of the European econ- 
nvvand the reduction of abnormal demands on the rest of the world, 

must be accompanied by a freer movement of goods and services 
ithin Europe itself. This movement is now hampered by quantitative 
strictions on imports and exports, by measures which countries have 
en forced to take to balance their trade with each other bilaterally 
id’ by restrictions on the movement of men and women. To achieve 


Es 
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the freer movement of goods, the participating countries are resolved: 

1. To abolish as soon as possible the abnormal restrictions which at 
present hamper their mutual trade; 

2. To aim, as between themselves and the rest of the world, at a 
sound and balanced multilateral trading system based on the prin- 
ciples which have guided the framers of the draft charter for an inter- 
national trade organization..... 


84 

An early relaxation of restrictions on trade within Europe, so far 
as the balance-of-payments position of each country permits, and a 
return to a multilateral nondiscriminatory system of trading within 
Europe will thus help materially to encourage development on eco- 
nomic lines during the vital period of recovery. The restrictions, as 
they varyingly affect different goods, will have to be relaxed progres- 
sively; it is not possible to envisage the immediate elimination of all 
import and export restrictions between the participating countries. 


85 

When production sufficiently increases, countries at present main- 
taining export restrictions will abolish them. As regards import re- 
strictions, an essential condition for the freer development of European 
trade on a multilateral basis is that balance-of-payments difficulties 
should be progressively reduced. These difficulties will diminish as pro- 
duction increases, internal stability is re-established and export trade 
expands. As they diminish, the participating countries will reduce pro- 
gressively restrictions on their mutual trade. 

This would be facilitated by the adoption of a system of transfer- 
ability, designed to make European currencies interchangeable, as 
proposed by the committee of financial experts in Chapter II of theit 
report, on which a meeting of experts is to be held in London on Sept. 
QQ 

86 


As soon as by this and other means the necessary conditions for 
the relaxation of restrictions exist, the participating countries will im- 
mediately start the liberalization of their mutual trade in conformity 
with the principles of the draft charter for an International Trade or. 
ganization. 

This will include measures, such as open quotas or open general li. 
censes for certain goods, aimed at giving importers greater freedom o! 
choice of source of supply according to commercial considerations of 
relative price and technical suitability. The governments of the par. 
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‘icipating countries will consult one another, as soon as greater flexi- 
bility in payments arrangements has been achieved over a sufficiently 
wide area, on these steps for the liberalization of their mutual trade, 
with which they hope other European countries will associate them- 
selves. 

These steps will be designed to lead eventually to the complete 
‘mination of quantitative restrictions imposed for balance-of-pay- 
nents reasons, both within Europe and in relation to the rest of the 
world, when equilibrium in balance of payments is achieved. .... 


88 


The extent to which the interchange of goods is likely to be impeded 
yy tariffs is, therefore, of fundamental importance for the future de- 
velopment of the European economy on sound lines. The draft charter 
or an International Trade Organization offers two lines of attack on 
he problem of tariffs. It is the basic aim of the draft charter to secure 
he progressive world-wide reduction of tariffs on a multilateral basis, 
yut it also provides for the possibility that groups of countries may 
vish to form customs unions. 


89 

The world-wide reduction of tariffs on a multilateral basis is both 
iecessary and beneficial for the European economy. This reduction is 
lecessary in order to provide increased overseas outlets for the indis- 
ensable exports from the participating countries; at the same time, 
t is beneficial in its influence on the pattern of economic activity with- 
1 the participating countries as a group. A start has been made in the 
egotiations at Geneva with a multilateral reduction of tariffs. It is 
ssential that efforts should be made to secure further progressive re- 
uctions in tariffs on this multilateral basis, and in these efforts the 
articipating countries are prepared to play their full part. 


gO 
The committee has considered the question of customs unions as a 
1eans of achieving the speedier reduction and eventual elimination of 
uriffs between a group of countries. The advantages which the United 
tates has enjoyed through the existence of a large domestic market 
ith no internal trade barriers are manifest. Under different circum- 
“ances and on a smaller scale the decision of Belgium, Luxembourg 
nd the Netherlands to form a customs union is an instructive example 
f mutual cooperation in this field. 


I 
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gI 

The formation of a larger free trade area in Europe could be ex- 
pected to lead to great efficiency in many sectors of production and 
this would not only increase the wealth of the countries concerned, 
but would also be of assistance in solving the fundamental problem 
of the European balance of payments. 

It cannot, however, be regarded as a solution of this problem, for 
this is a world problem and cannot be solved without the closest possi- 
ble economic association with countries outside Europe from which the 
participating countries derive the bulk of their essential imports. The 
development of trade with the American continent and with the rest 
of the world, including eastern Europe, is of crucial importance for the 
participating countries. 


92 

No customs union can be brought into full and effective operation 
by a stroke of the pen. A customs union, particularly between several 
large and highly industrialized countries, involves complex technical 
negotiations and adjustments which can only be achieved by progres- 
sive stages over a period of years. Special problems also arise for coun- 
tries with a high proportion of their trade outside any proposed cus- 
toms union, or as between countries with widely differing states of eco- 
nomic development. 


93 
Nevertheless, the idea of a customs union including as many Euro- 
pean countries as possible is one which contains important possibilities 
for the economic future of Europe and it is in the general interest that 
the problems involved should receive careful and detailed study by 
governments. Several steps have already been taken in this connec- 


102 


As important to recovery as the free movement of goods is the free 
movement of the labor supply. The committee has therefore made a 
series of recommendations which will make easier the migration of 
labor from countries which have a surplus of manpower to those in 
which there is an unsatisfied demand for labor. It is important that 
these recommendations should be acted upon without delay as, when 
the production programs get under way, there is enough work ahead 
in most countries to provide full employment for many years to come, 
provided that the flow of raw materials from the outside world can be 
maintained. 
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103 
Tourism is one of the invisible exports upon which the participating 
ountries will increasingly rely as a means of balancing their accounts 
with the rest of the world. In this field, as in that of trade, the relaxa- 
ion of restrictions would be of assistance towards the main objective. 


104 
In developing projects for general European cooperation the com- 
nittee has concentrated as far as possible on removing the obstruc- 
ions to the free flow of normal productive energies and trade. There 
ire, however, fields where collective action is desirable to secure the 
nost efficient development of European resources. Four striking ex- 
unples are dealt with below. 
105 
Firstly, a series of projects is being developed for common planning 
f the exploitation of new sources of electrical power. The plan which 
1as been selected by the committee provides for the erection of a 
eries of power plants to exploit the hydroelectric resources of the 
\lps, certain German lignite deposits and Italian reserves of geother- 
nic energy. This work involves the cooperative development of re- 
ources cutting across frontiers and the decisions are being taken with- 
ut regard to national frontiers. Preparation of periodic revisions of a 
urvey of European large-scale power resources and the study of the 
lesirability of establishing an international high tension network 
epresent similar fields for continuing common planning. 


106 
Secondly, the participating countries are seeking to increase the 
ficiency of production by encouraging the standardization of certain 
ypes of equipment. These include mining and electrical supplies and 
reight cars on which it is proposed that the international technical 
tandards conference should be asked to report. 


107 

Thirdly, there is the possibility of securing a more efficient use of 

retaht cars by pooling arrangements and further transport economy 
right be secured by international study of the flows of traffic. 


108 


‘Fourthly, in view of the high cost of installation of steel-producing 
apacity, arrangements are being made for the interchange of informa- 


w 
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tion by the steel-producing countries about their programs of modern- 
ization and extension so that each country, in developing its program, 
may take account of the plans made by the others... .. 


III 
The Committee of Cooperation was set up as a special temporary 


organization whose functions should consist of preparing a program 
of European recovery, having in view a period of four years. This ini- 


tial work has now been completed. The present session of the com- 
mittee is therefore over, but there is a second stage, which is the ex- 
amination of the report in the United States. 

The chairman, the rapporteur general, delegates from participating 
countries and a number of technical experts will therefore hold them- 
selves in readiness to provide the United States Government with in- 
formation concerning the report. The committee may be reconvened, 
should this be necessary, at the request of the chairman, after mutual 
consultation. 


TI2 


The measures outlined in the preceding paragraphs will continue, 
in practical and concrete form, the cooperation achieved in preparing 
this report for presentation to the Government of the United States. 
The experience of the Committee of Cooperation in Paris has striking- 
ly proved the value of joint discussion of common problems. The gov- 
ernments of the participating countries regret that other European 
countries have not been able to associate themselves with this work, 
but still hope to bring about a more complete cooperation among all 
the countries of Europe. 

To this end, and with a view to continuing the work of economic 
cooperation which has been started in Paris, the participating coun- 
tries declare their willingness to engage in mutual consultations and 
to exchange views with other European countries whose resources can 
contribute to the solution of the economic problems of Europe. Such 
consultation will take place to the fullest extent possible within the 
frameworks of the United States and international economic organi- 
zations. 


114 

The committee believes that if means for carrying out the program 
are made available, a joint organization to review. progress achieved 
in the execution of the program will be necessary. The participating 
governments declare themselves ready in this event to set up such an 
organization by mutual agreement. This organization will insure, to 
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he full extent possible by joint action, the realization of the economic 
onditions necessary to enable the general objectives to which each 
country has pledged itself to be effectively achieved. 

The organization will make periodical reports to the various Euro- 
ean governments on the extent to which the program is being real- 
red. The governments will supply the organization with all informa- 
ea required for this purpose. The organization will be of a temporary 
haracter and will cease to exist when the special aid necessary for the 
scovery of Europe comes to anend..... 


CHAPTER VI 
The Import Requirements 


ris, 

In order to carry out their production effort, and after making 
ul allowance for mutual help, the participating countries and western 
fermany need a continuous flow of goods and services from the rest 
f the world, and in particular from the American continent. This flow 
1ay be interrupted because of shortage of supplies or because of in- 
bility to pay for them. Such interruption would set the whole pro- 
ram back, and would create further dislocation. This reliance upon a 
ontinuous flow of imports is the normal state of European countries; 
has been intensified by the war and its aftermath, but the position is 
ot now fundamentally different from what it has been for the last fifty 
ears. 

116 

An import program has been developed for these countries for the 

ears 1948 to 1951. It is based primarily upon the work of the tech- 


TABLE 4 


Import PROGRAM OF THE PaRTICIPATING COUNTRIES (EXCLUDING 
Tueir DEPENDENT TERRITORIES) AND WESTERN GERMANY 


(Billions of Dollars at Prices of July 1, 1947) 


From Total From 
Rest of From Other Non- 
American American participat- 
From Conti- Conti- ing 

U.S.A. nent nent Countries Total 
GCI Cette REE RSE 6.0 Bo) 9.2 ae7 13.9 
HA Ae eh ete chee 3). Fie ais Byes! SH9) g.1 5.4 14.5 
MOR OM ah Si Peat h chee 4.8 3.8 8.6 5.9 14.5 
BELO SD bachsieies od ies tle 4.5 3.9 8.2 6.2 14.4 


oN 


Note.—The [above] figures indicate the quantities involved, and no adjust- 
ment has been made to take account of changes of relative prices of imports and 
exports, the figures used are not the same as those in computing the deficit for 


1949-51. 
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nical committees, which have estimated the amount of supplies which 
will be available for participating countries and western Germany, | 
and have valued them at the prices ruling on July 1, 1947. 

For imports not covered by the technical committees, the various | 
countries submitted estimates of their requirements. These estimates § 
were on the basis that sufficient raw material imports would be pro-} 
vided to make possible the full production effort, while standards of} 
consumption during the period would not exceed the levels which the 
various countries would expect to be able to afford to maintain at the 
end of the period without special external aid. The resulting program is 
as [shown in Table 4]. 

118 

This arises mainly from the war devastation in eastern Europe and‘ 
the Soviet Union. The participating countries cannot rely upon sup- 
plies from the Danubian granary, and a very little is now coming 
westward from there. The western zones of Germany are unable to 
draw from their natural source of supply, eastern Germany, and the’ 
result is that western Germany now emerges as a large food importer; 
not only is the population of western Germany one-sixth above pre- 
war, but it must also seek entirely new sources of food supply. 

Eastern European sources of timber supply have now ceased, and 
the Soviet Union’s reconstruction needs will make heavy calls upon 
them for many years to come; before the war the Soviet Union and the 
Baltic states supplied 25 per cent of the sawn softwood needs of the 
participating countries, and western Germany 40 per cent of the ply- 
wood and 30 per cent of the pit props. 


11g 

It is reasonable to expect that the westward flow of food and agri- 
cultural and forestry products will gradually be resumed. Certainly 
the participating countries intend to do what they can to encourage its 
resumption. But, even on favorable assumptions about the availabil- 
ity of supplies in the east, progress is bound to be slow, and the ab- 
normal dependence upon the American continent will remain. 

A substantial and steady resumption of eastern European food, 
feeding stuffs and timber supplies is assumed in this report; the pre- 
war flow of cereals from eastern Europe is assumed to be restored by 
1951, and the supplies of timber are assumed to reach 75 per cent of 
pre-war by 1951. But even so, the proportion of food and feeding- 
stuffs imports from the American continent is still 55 per cent in 1951, 
compared with 42 per cent in 1938, and the proportion of timber im- 
ports still 31 per cent compared with 24 per cent in 1938. 
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The loss of supplies resulting from the war and aftermath of war 
southeast Asia is also important. There has been direct loss of im- 
rtant foods, sugar, oilseeds, rice—which has forced European con- 
mers to seek large supplies from the American continent. Perhaps 
en more significant, however, has been the drain upon the world’s 
reals resources to feed these countries; the fall in Burma’s rice out- 
tt has, for example, forced many Asiatic countries to import wheat 
keep their peoples alive, and also to divert food for home consump- 
mn which would otherwise be exported. Here again, this report as- 
mes a steady recovery in these Asiatic supplies during the period; 
t the process is slow, and meanwhile there is further pressure upon 
nerican sources. 

121 
The effect of this is that the participating countries and western 
rmany must necessarily seek to develop larger import programs 
mm the American continent than they would have done normally. 
1e following is the program [Table 5]. 


Tao 


These imports are essential for the production programs. The par- 
ipating countries and western Germany will need to maintain a 


TABLE 5 


Import PRrocRaM OF THE ParTICcIPATING Countries (ExcLupInc THEIR DE- 
PENDENT TERRITORIES) AND WESTERN GERMANY FROM 
THE AMERICAN CONTINENT 


(Billions of Dollars at Prices of July 1, 1947) 


1948 1951 Tota 1948-51 
Rest of Rest of Rest of 

U.S.A. Amer. U.S.A. Amer. U.S.A. Amer. Total 
|, Heal th. tens 1.8 1.2 2.2 5.4 8.3 £37 
RE oie sco sues ate a, winks 0.3 0.05 0.7 rae 0.7 
roleum products....... Ons ets 0.55 me 2.2 oe: 2.2 
MPBOTSUCEL 5. incite aa aes 0.4 = Ong * 30} O.1 Des 
HOU. got eee ee O.1 0.2 ei o.1 0.4 0.6 1.0 
pment covered by 
echnical Committee.... 1.1 = 0.6 BR O.1 3.4 
PMPLINIPOL(S. <./.15 0s oe q.1 ih?) 1.9 1.6 “hn Sx 12.9 
Motal imports. ....... 6.0 BED) Be 3.9 20.4 14.8 5.2 
BMIDSCHVICES. 635 ss 0.6 0.3 7 Pat eal 


VexE.—The [above] figures indicate the quantities involved, and no adjustment has been made to take 
itt, of changes of relative prices of imports and exports. The figures used are not the same as those used 
mputing the deficit for 1949-51. 

‘Negligible. 

\mounts required from dollar sources. 
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continuously high level of imports from the American Continen 
long after 1951. But there are some elements in this program which ar 
purely temporary in character and arise directly from the effects c 
war disruption upon the countries’ own resources. The chief example 
are shipping, coal, nitrogen fertilizer and certain capital equipment 
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The requirements of imports of United States coal will likewise fal 
fast, as United Kingdom and Ruhr output expands, and as increase: 
supplies come forward from Poland [Table 6]. 


TABLE 6 


So.tip Fue, Import REQUIREMENTS OF THE 
PARTICIPATING COUNTRIES 


(Millions of Tons) 


1948 1951 

From: WiStAae Gone toca ane ete 41 6 
BromyPolandeiints-oahes deren meee 077 31 
58 37 


Including small amounts from other countries. The Polish 
figures are based upon estimates supplied by the Polish Govern- 
ment to the European Coal Organization. 
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The import program for food and feeding stuffs represents not th 
requirements but an estimate of what will be available for the pat 
ticipating countries and western Germany. This is short of the re 
quirements which were submitted by the countries; these show excer 
tionally large import needs in 1947-48 because of the failure of th 
harvest [Table 7]. 

TABLE 7 


Import REQUIREMENTS OF Foop AND FEEDING STUFFS 
FROM NOoN-PARTICIPATING COUNTRIES 


(Millions of Tons) 


1934-38 1946-47 1947-48 1950-55 


CACO TAINS wet ete ere 14.0 nego 227 17.9 
Codrcciotains heer eee 11.4 4e7 8.6 17 
SOgatene fore cae eee D7) vey ie Pies 
Meat. fs doh ng ee pee eleibsie Tey 1.6 Dot D5 
Fats (oil equivalent)...... N77 uf a7 ome 


Oil cake, incl. oil cake con- 
tent ofimported oilseeds. 5.0 1.9 Bob 5.4 
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This series of requirements is very modest in terms of consump- 
nm. It provides in effect a maintenance in 1947-48 of the consump- 
n of bread grains in 1946-47 of 158 kilograms per year, compared 
th pre-war consumption per head of 196 kilograms. The import re- 
irement for 1950-51, assuming full success of the agricultural pro- 
am, is equivalent to bread consumption of 179 kilograms per head, or 
yer cent below pre-war; by then, the population will be 11 per cent 
ove pre-war, and this explains the inadequacy of the imports to pro- 
le a satisfactory consumption level. Similarly the consumption levels 
ned at in 1950-51 in framing the import requirements of sugar, 
at and fats are below the pre-war level though above that which is 
w ruling. The average consumption figures conceal wide differences 
tween the consumption of the various participating countries. The 
isumption per head implied in the requirements is as [shown in 


ble 8]. 


TABLE 8 
Foop ConsuMPTION PER HEAD 


(Kilograms per Head per Year) 


1934-38 1947-48 1950-51 
Bicadseralnsmtracrep tyres: 192 159 179 
ROtatocsaret erin ee 236 228 243 
SUsar eta ene ee Soe 5 27.4 20 Des D) 
IM IGEN a volo ce. tStn 6 ole aR 42.9 30 37.6 
Fats (oil equivalent)..... 24.1 17.0 22.6 
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[he import requirement for cereals is about 30,000,000 tons in each 
he four years. In the year 1947-48 the available supply for the par- 
pating countries and western Germany is estimated at about 20,- 
000 tons, and the committee has estimated availability of 25,- 
,000 tons in the later years—the same imports as pre-war, but 
s2 estimates are necessarily dependent on the size of future harvests 
| how the crops are organized and utilized and some improvement 
be hoped for. Actual supplies to consumers will, therefore, fall ap- 
ciably short of the levels in Table 7 in the current year—which is 
md to set back the European livestock programs again. Even in 
I, cereal consumption will still be far below pre-war. Similar ad- 
ments were made to the meat and oilcake requirements. 


Z 
3 
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CHAPTER VII 
The Problem of Payments 


139 

The payments problem is the financial counterpart of the unbal 
anced flow of goods and services across the Atlantic. The financte 
figures are the clearest means of illustrating and expressing the siz 
of the problem that exists and its bearing upon the common affairs ¢ 
the participating countries and the United States. 

It is not the purpose of this report to propose solutions for this prok 
lem. The committee is here concerned to indicate the scale of the prok 
lem and to show the financial implications of the maladjustment be 
tween the productive power and resources of the American Continen 
and those of the participating countries which has resulted from th 
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The scale of the dollar problem in 1948, as revealed in this commo 
account, is illustrated in [Table 9]. 


TABLE 9 


BALANCE OF PAYMENTS OF THE PARTICIPATING COUNTRIES 
AND WESTERN GERMANY IN 1948 


(Billions of Dollars) 


Other Non- 
American participating 
Continent Countries 
Ten POuts: at crite oreo eek at —9.17 —4.70 
ESDORtGS sue abe tras 2 Lees 9 ene eee +2.16 +4.30 
Net surplus (++) or deficit (—) on invisible ac- 
COUNE... eee eee eee eee eee eee eee =——Omou +9.38 
Dependent Territories, net surplus (+) or defi- 
CLER CES) Seen Skee. hao. at Mn a = OLAs —9.22 
sR Otaleyy revert. cere eee —8.03 —0.24 
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Unless means can be found of filling this gap, Europe will be unak 
to receive the flow of goods and services which its recovery require 
and a catastrophe will result..... 
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In order to illustrate the size of the deficit with the American Co 
tinent in another way, estimates were made by nine of the particips 
ing countries and the Bi-zone of Germany of their 1948 current defi 
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th the American Continent. These estimates were made by the 
untries themselves, on a number of specific assumptions, of which 
= most important were the maintenance of mid-1947 prices, the full 
ailability of supplies and imports limited only in accordance with 
at the country would be able to afford at the end of 19 (hie 

The results do not, of course, represent these countries’ forecasts of 
at their deficits will be in the year 1948 on their present policies, for 
st of the participating countries are now forced by sheer necessity 
work on quite different assumptions. [Table 10 gives] the figures. 


TABLE 10 


Dericir oF CERTAIN PARTICIPATING COUNTRIES AND WESTERN 
GERMANY WITH THE AMERICAN CONTINENT IN 1948 


(Billions of Dollars) 


Beeston: o ymca an Semen Ge ONGO1 TM Ltalyttin ccs ot nema ee 0.93 
Bernanke en oe ee ee 0.21 INetherlandsmesse seen 0.63 
LGA ICC MONO apne ANA esens Tr] Ole SNOLWa yin che arene veya 0.05 
Bi-zone of Germany....... TRUS me SWedeniute shes tees cae 0.15 
Germany, French Zone..... 0.12 United Kingdom.......... 2.63 
WGreeCemaer Aan eine eae O.51 
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The total of these figures is $8,460,000,000. When adjustment is 
de for the participating countries which were unable to supply this 
yrmation, for the lack of availability of supplies and for the deficit 
-he dependent territories, this total is broadly consistent with the 
amon account in Table 9. It must be emphasized that these figures 
not represent the need of each country for special aid; the deficit 
h the American Continent is the largest element in the dollar prob- 

of every country, but there are special circumstances in every case. 
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“he consequence of the European recovery program is to reduce the 
ar deficit progressively from 1948 to the end of 1951. In order to 
strate the rate at which it could be reasonably expected that the 
cit would fall—assuming those favorable conditions which are de- 
bed in Appendix D, Annex B—a common account was prepared 
the period 1948-51, which is shown in the Tables 11 and 12. 


% 
wy 
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TABLE 11 


DEFIcIT WITH THE AMERICAN CONTINENT OF THE PARTICIPATING 
Countries (INcLupING THEIR DEPENDENT TERRITORIES) 
AND WESTERN GERMANY 1948-51 


(Billions of Dollars) 


1948 1949 1950 1951 Total 
UISFAS Hop anicectn tran 5.64 A oy Books 2.62 15.81 
Rest of Amer. Cont........ 1.94 1.82 130 0.91 5.97 
Rotaliina tae: vert 7.58 6.09 4.58 Gass 21.78 
Deficit of dependent terri- 
fONles see isre ee eee: 9.46 9.29 0.07 O13" 0.66 
otal tate tvaton ae 8.04 6.35 4.65 3.40 22.44 
* Surplus. 
TABLE 12 


(Billions of Dollars) 


1948 1949 1950 1951 Total 

Deficit shownin Table 11.. 8.04 6.35 4.65 3.40 22.44 
Less equip. assumed to be 
financed by International 

Banketc ss naecarare ieee .92 .89 ip .60 Bis} 


Tink 5.46 3-93 2.80 19.31 


ISI 
The estimated imports, as explained in Paragraph CX XXII, in 
clude equipment, as well as commodities (food, coal, oil, etc.). Agr 
cultural machinery and mining machinery rapidly increase the out 
put of food and coal and may be regarded as current rather than caf 
ital items. If equipment (other than agricultural and mining mé 
chinery) were financed by loans from the International Bank, or othe 
credit operations, the deficit remaining to be dealt with would be ¢ 
[shown in Table 12]. 
152 
It is clearly desirable that the largest possible contribution f 
covering the deficits should be made by means of loans by the Inte 
national Bank, and the bank’s recent report shows the importa 
part which it should be able to play. Some of this deficit too, could I 
covered by private investment, or by the repatriation of capital aft 
the restoration of internal financial stability. 
But it must be noted that private investment projects do not co’ 
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bute to the problem in the terms in which it has been expressed 
ove, if the proceeds are used for the purchase of imports of capital 
vipment which are not provided for in the present national esti- 
a 


TABLE 13 


ParticiPpaTinc Countries (Exctupinc DEPENDENT TERRITORIES) AND 
WESTERN GERMANY’S ImporTS OF EQUIPMENT FROM 
THE AMERICAN CONTINENT 


(Millions of U.S. Dollars) 
At Prices of July 1, 1947 


Total 
1948 1949 1950 1951 1948-51 
Equipment to create new capac- 
‘ity or restore or replace damaged 
\capacity— 
(I) Goods covered by technical 
committees: 
Electrical equipment...... 150 07,5 125 50 500 
Petroleum equipment..... 50 SI 52 49 202(a) 
Stceluplantswes qemu sees 100 100 100 100 400 
ENOtal meiner ay tran 300 326 OFT 199 1,102 
(II) Goods not covered by tech- 
nical committees (c)...... 287 287 287 287 1, 148(b) 
ther equipment— 
| (1) Goods covered by technical 
committees (other than 
agricultural and mining 
machinery): 
Petroleum equipment..... 118 96 64 75 353 
Inland transport equipment 203 177 81 29 490 
imber equipment. anc. 10 9 7 6 22 
BOtal. aera kee 918 895 716 596 R025 
Agricultural machinery.... 370 Bi 268 237 1,188 
Mining machinery........ 80 54 46 40 220 
'I1) Goods not covered by tech- 
nical committees (b).... NA NA NA NA NA 


Total equipment (d).. 1,368 1,262 1,030 873 4,533 


W@rr.—The [above] figures indicate the quantities involved, and no adjustment has been made to take 
unt of changes of relative prices of imports and exports. The figures used are not the same as those 
ix: computing the deficit for 1949-51. 
a) One or two major products involving equipment from United States sources have been omitted 
ithese figures as it has been found difficult to provide accurate estimates. ; 
p)5ome governments were unable to estimate how this total of 1148 is spread over the four years. It is 
ned. that it is spread evenly. : : 
2) Most governments were unable to estimate the value of equipment falling under Heading B above, 
imported from the American Continent, owing to the uncertainty of the markets from which such 
‘ment willin fact be obtained. 
i for which estimates are available. 

| 


4 
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The imports of equipment from the American Continent to whic 
reference is made in Paragraph CX X XIX are analyzed in [Table 13 
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The progressive annual reduction of the deficit reflects the fall | 
the participating countries’ need for certain types of imports from tl 
American Continent, partly as a result of increased production | 
Europe and partly because of the availability of more supplies fro: 
the rest of the world. Of equal importance, however, is the growth « 
exports to the American Continent which is the only means, in tl 
long run, by which the participating countries can maintain their in 
ports from the American Continent. 
[Table 14] shows the export development which is provided for | 
the analysis. 


TABLE 14 
Exports To THE AMERICAN CONTINENT, 1948-51 
(Billions of Dollars) 


Rest of Rest 0 

American Americé 

U.S.A. Continent U.S.A. Contine 

ROA Geer etc 0.85 et LOS Ona vaoase ect ees T3523 2.14 

LES Ko Rt ae wae Hae TL 1.72 OVS agai oot Oa & 1.48 2.46 
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The facts revealed by the committee’s analyses, however, sho 
that the problem of Europe’s deficit with the American Continent 
one which cannot be solved in less than four years, and which cann 
ultimately be solved until the basic maladjustment which causes 
has been righted. .... 
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But the action which the participating countries can take is limite 
The power to correct the maladjustment is not theirs alone. The mz 
adjustment can never be corrected on a basis of expanding trade u 
less market conditions in the American Continent permit Europe 
sell goods there in steadily increasing quantities and permit oth 
countries to earn dollars there and use them to purchase from Euro 

The participating countries will undoubtedly be able to stand « 
their own feet if all currencies in the rest of the world are convertib 
and if the trade pattern is such that they can remain convertible. T 
solution of the world problem is decisive for the participating cou 
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es’ future. In the initial period of the European recovery program, 
2 contribution to this world problem which Europe can make by its 
nm exertions is of prime importance. But as the four-year period de- 
lops, the world considerations rather than those of European pro- 
ction itself will be decisive. 


CHAPTER VIII 
Conclusions 


160 


In this report the participating countries have set out their line of 
proach to the problem that confronts them. The discussions in Paris 
ve resulted in the formulation in common of a European recovery 
gram. The task is so great that it cannot be brought to completion 
less than four years. It will go forward in a series of stages, the 
uievement of each of which will bring Europe near the goal..... 
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In the last analysis the external means of recovery can in largest 
asure only come from the United States, which has by its assistance 
the last two years already rescued Europe from collapse and chaos. 
fortunately the size of the problem has proved greater than was ex- 
‘ted. The disruption caused by the war was more far-reaching and 
- obstacles to recovery more formidable than was realized even six 
nths ago. 

This report contains it is believed a realistic appreciation of the 
ation. In this report the participating countries have set out the 
ts as they see them and on the basis of those facts have formulated 
ecovery program. Their program is based upon the fullest use of 
ir existing productive capacity. In drawing it up they have sought 
reduce their needs from the American Continent to the minimum 
sistent with its achievement. The American people through their 
vernment and their Congress will consider this program to deter- 
1¢ whether the means can be found of supplying those needs. On 
ir decision will depend whether Europe can achieve economic sta- 
tvand thereby be enabled to make her full contribution to the wel- 
> of the world. 


What Do You Think? 


. Why is there a crisis in Europe now after the war has been over for mot 
than two years? Why has European recovery, which was proceeding at 
rapid rate, suddenly collapsed? Should President Truman call a speci 
session of Congress at once in order to decide America’s role? Upon whe 
bases should Americans decide? Discuss. 


. Does the Marshall Plan mean greater inflation at home? Is it possible t 
argue that the Marshall Plan is a contribution to American full employ 
ment and that it is an anti-depression policy? 


. Will the Marshall Plan, in your opinion, contribute to world peace an 
security? What will happen if nothing is done? Should the Marshall Pla 
be supported because it is humanitarian? Does it have the effect of keepir 
Europeans from helping themselves? How far can they go on their owr 


. What kind of conditions should be attached to the Marshall Plan? Shou! 
there be conditions? Should there be any conditions on the United State: 
On Europe? Should the United States supervise the European economi 
to guarantee that the money is effectively and well spent? Should tl 
United States, for example, require France to impose effective price coi 
trol to wipe out the black market? Should America abolish most of i 
tariffs in order to make the Marshall Plan work? 


. Will it be necessary for the United States to adopt price control and r 
tioning in order to make the Marshall Plan work? How can we keep Ame 
ican aid from being “dissipated” through higher and higher prices Europea: 
have to pay for American goods? How can we aid Europe and at the san 
time keep a free economy with reasonable prices? 


. Will the Marshall Plan stop communism? Will it, in your opinion, less 
or worsen the tensions between the East and the West? Does the Marsh: 
Plan make Europe choose between the United States and Russia? Is it 
kind of American imperialism? Should it be carried out through the Unit 
Nations? Discuss. What will happen if the present estimates of Europ 
needs are not enough? What should Americans say to proposals for me 


aid? Should we be told how this money is to be allocated among the cou 
tries? 


. Does this plan have the effect of bringing standards of living to a higt 
level than can be maintained? Does this plan make proper provision for t 
reintegration of the European economy? 
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